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ALABAMA—J. Pau! Keefe, Alabama Dry Dock & 
Shipbuilding Co. 


CALIFORNIA—A. C. Beeson, Food Machinery & 
Chemical Corp; R. G. Belote. Rheem Manufac- 
turing Co.: R. R. Blackburn, Southern California 
Ges Co.; F. V. Cowing, Repcal Brass Manufac- 
turing Co.: |. J. Hansen, Essick Manufacturing 
Co.; E. E. Johnson, Owl Drug Co.; C. W. King, 
Fibreboard Products; R. J. McCullough, Ameri- 
can Potash & Chemical Corp.; L. J. Nevraumont, 
Pacific Gas & Electric Co.; E. J. Pollack, Ex- 
change Orange Product Co.; W. G. Tuttle, 
Hughes Aircraft Co. 


COLORADO—. R. Niehaus, Grear vestern Sugar 
Co. 


CONNECTICUT—W. G. Beilby, Ensign-Bickford 
Co.; Rodney Chase, Chase Brass & Copper Co.; 
Henry Dawes, Connecticut General Life Insur- 
ance Co.; R. |. Metcalf, Winchester Repeating 
Arms Co.; H. B. Purcell, Torrington Co.; R. C. 
Smyth, Schick, Inc.; H. B. Young, Colt’s Manu- 
facturing Co. 


DELAWARE—William Blatz, Jr., Amalgamated 
Leather Co. 


DISTRICT OF COLUMBIA—J. Ridge Hicks, Hot 
Shoppes. 


FLORIDA—J. M. Rosenthal, National Airlines; 
Otto Wettstein, Ill, Florida Telephone Co. 


WLINOIS—R. E. Bowers, Marshall Field & Co.; 
J. R. Hundley, Granite City Steel Co.; E. L. 
Miller, Kable Printing Co.; J. L. Page, Atlas- 
Boxmakers; W. J. Reilly, international Harvester 
Co.; G. W. Torrence, Coterpillar Tractor Co.; 


INDIANA—E. A. Apple, Servel, Inc.; F. Dillard, 


Pierce Governor Co.; Winfield Firman, Wm. H. 
Block Co.; L. E. Gelow, Peter Eckrich & Sons; 
W. S. Gundeck, Studebaker Corp.; A. J. Kertis, 
Jr., P. R. Mallory & Co.; C. H. Show, Ross Gear 
& Tool Co. ' 


1OWA—M. R. Frohs, Carr Adams & Collier Co.; 
L. R. Grimes, Cherry-Burrell Corp.; P. J. Larrabee, 
John Morrell & Co. 


KENTUCK Y—John Kirtley, Texas Gas Transmission 
Corp.; K. G. Midkiff, Kawneer Co.; J. C. Rumble, 
Louisville Courier-Journal & Times. 


MARYLAND—R. J. Bowers, Victor Products Corp. 


THE MEMBERS AND THEIR ORGANIZATIONS 


MASSACHUSETTS—W. A. Coyle, National Pneu- 
matic Co.; W. P. Nelson, John Hancock Mutual 
Life Insurance Co.; T. J. Oliver, 8. B. Chemical 
Co.; H. S$. Riddle, American Bosch Corp.; L. F. 
St. Aubin, New Bedford Rayon Co. 


MICHIGAN—E. J. Arey, Sutherland Paper Co.; 
D. R. Dail, Dail Steel Products Co; A. W. 
Darling, Kent-Moore Organization; P. A. Denzig, 
Kelsey-Hayes Wheel Co.; B. V. Hanthorne, Auto- 
Owners Insurance Co.; F. M. Harrison, Huron 
Milling Co.; J. G. Henry, Motor Wheel Corp.; 
Bruce Homer, Acme Quality Paints; Forrest Inks, 
Lobdell Emery Manufacturing Co.; R. |. Marquis, 
Federal-Mogul Corp.; Bruce Morse, Square D. 
Co.; D. C. Rulo, Nash-Kelvinator Corp.; F. L. 
Vidal, Wilson Foundry & Machine Co.; K. A. 
Willey, Murray Corp. of America. 


MINNESOTA—R. H. Donaldson, Donald Co.; 
Cc. W. Elliott, Mi polis-Moline Co.; J. H. 
Neufeld, Pillsbury Mills; S. M. Sitz, Minneapolis- 
Honeywell Regulator Co. 








MISSISSIPPI—E. E. Fisher, Armstrong Tire & Rub- 
ber Co. 


MISSOURI—M. O. Hampe, Chase Candy Co.; 
J. Ll. Hawn, Monsgnto Chemical Co.; F. M. 
Karches, Rice-Stix, Inc.; R. L. King, Kapsas City 
Power & Light Co.; Kenneth Rutledge, Ramsey 
Corp.; H. L. Simmons, Scullin Steel Co. 


NEBRASKA—R. A. Carisen, Omaha Public Power 
District; E. F. Pettis, J. L. Brandeis & Sons. 


NEW HAMPSHIRE—R. L. Bergeron, Shortell Shoes. 


NEW JERSEY—J. G. Byron, Curtiss-Wright Corp.; 
W. P. Fleming, Atlantic Products Co.; George 
Milne, Millville Manufacturing Co.; R. V. Mulli- 
gan, Johnson & Johnson; C. M. Murray, Stokes 
Molded Products; W. F. Oliver, Purolator Prod- 
ucts; S. M. Parker, Whitehead Brothers Rubber 
Co.; J. Pickett, Irvington Varnish & Insulator 
Co.; Andrew Richardson, Thermoid Co.; G L. 
Shipps, R. M. Hollingshead Corp.; E. L. Worfolk, 
International Projector Corp. 


NEW YORK—T. C. Clark, Air Reduction Co.; E. B. 
Crawford, Auburn Button Works; F. E. Crist, 
Jaeger Watch Co.; Ashton Dunn, RCA Commu- 
nications; L. W. Horning, New York Central 
Railroad; A. A. Low, Consolidated Edison Co.; 
F. E. MacDonald, Oldbury Electro-Chemical Co.; 
J. A. Metcalf, P. C. K. Swiss Chocolate Co.; H. 
A. Peterson, American Gas & Electric Service 
Corp.; D. D. Porter, United States Lines; R. H. 
Puffer, Cornell Aeronautical Laboratory; F. L. 
Rogers, Durez Plastics & Chemicals; W. C. Snell, 








Western Electric Co.; L. C. Thunfors, Rensselaer 
Valve Co.; J. W. Tower, Doubleday & Co.; W. 
G. Woodams, Symington-Gould Corp. 


NORTH CAROLINA—F. T. deVyver, Erwin Mills; 
C. P. Reinhardt, Drexel Furniture Co. 


OHIO—G. C. Bole, Republic Stamping & Enamel- 
ing Co.; R. D. Buol, Western Automatic Machine 
Screw Co.; F. W. Climer, Goodyear Tire & Rub- 
ber Co.; D. L. Garber, Seagrave Corp.; E. W. 
Gressle, Warner & Swasey Co.; L. J. Haney, 
Dana Corp.; R. E. Keller, Acklin Stamping Co.; 
R. J. Ketterer, United Cooperatives; E. B. King, 
Robbins & Myers; F. L. Kling, S. K. Wellman Co,; 
R. S$. Livingstone, Thompson Products; E. A. 
Navin, AVCO; F. R. Rauch, Cincinnati Gas & 
Electric Co.; L. A. Rodelius, Dayton Malleable 
Iron Co.; J. H. Taylor, Proctor & Gamble Co.; 
T. J. Travers, Commercial Shearing & Stamping 
Co.; L. B. Visser, Clopay Corp. 


OKLAHOMA—R. W. Ellison, Service Pipe Line Co. 


OREGON—C. H. Campbell, Pacific Power & Light 
Co.; H. M. Gowing, Iron Fireman Manufactur- 
ing Co. 

PENNSYLVANIA—Lovis Anfol, Jr., Trane Co.; 
J. C. Breithaupt, Dodge Steel Co.; R. P. Brown, 
Meste Machine Co.; F. R. Cadman, Warner Co.; 
F. E. Coho, Blaw-Knox Co.; C. E. Dean, E. Keeler 
Co.; T. W. Dickey, Jr., Shenango Pottery Co.; 
J. M. Downie, McKinney Manufacturing Co.; 
Jack Joslin, York Corp.; |. K. Kessler, John 8. 
Stetson Co.; J. W. Kuebler, Dixie Cup Co.; W. J. 
Larsen, Kendall Refining Co.; W. J. MacReynolds, 
Philadelphia Transportation Co.; Dudley M. 
Mason, Armstrong Cork Co.; E. J. Mullen, I-T-£ 
Circuit Breaker Co.; J. A. Stephens, United 
States Stee! Corp. 


SOUTH CAROLINA—W. B. Byers, Rock Hill Print. 
ing & Finishing Co. 


TENNESSEE—R. W. Evans, Chattanooga Medicine 


Co.; T. K. Happel, Jr., Pet Dairy Products Co.; 
J. M. Lewis, Blue Ridge Gloss Corp. 


TEXAS—H. W. Beutel, Mosher Steel Co.; R. E. 
Smith, Jefferson Chemical Co.; S. R. Strong, 


LaGloria Corp.; L. W. Tate, Dallas Railway & 
Terminal Co. 


Fuel Supply Co. 


rere 


VIRGINIA—M. A. Cross, Dan River Mills; R. W. 
Norris, Philip Morris & C. 


WASHINGTON—R. A. Dingman, Weyerhauser 
Timber Co. 


UTAH—J. R. Bowen, Mountai 





WISCONSIN—W. Van Cleaf, Allis-Chalmers Man- 
ufacturing Co.; R. H. Weaver, Falk Corp. 






































EMPLOYEES’ FINANCIAL PROBLEMS 


This survey, the sixth in the 1951 series conducted by BNA’s Personnel Policies Forum, 
examines management practices and opinions on the extent to which employees should be 
aided in solving and avoiding personal financial problems. 








Survey questionnaires were mailed to the 160 Panel members in July 1951. Their 
responses are presented in this report under the following breakdowns: 






How Employees Borrow and Save 
Employee Counseling on Finances 
Credit Information to Outsiders 
Employee Failure to Meet Debts 
Company ‘‘Loan Sharks’’ 
Handling Cash Advances 

elaer Credit Unions: Pro and Con 


Opinions of different Panel members are quoted directly in many instances. Where 
Mills; their comments were made on a non-confidential basis, they are identified by a footnote. 
A list of footnote identifications appears on the final page of this report. 


amel- 

chine 

a SUMMARY 

mney, 

wen Most companies will lend a hand to employees who have financial problems, particularly 
on in emergency situations, and many attempt to steer employees clear of such difficulties by 
La encouraging savings and offering advice on financial management and budgeting. 

as & 

r~ Specifically, the survey highlights the following points: 

ping 


(1) Loans are made to employees. in emergencies by some 40 percent of companies. 
~~ A limit of something like $50 is fairly common, although about half do not observe a fixed 
limit. Almost 10 percent of companies also extend non-emergency loans for such purposes 











Light as purchase of a home. 

ictur- 

Oi Employee credit unions serve as the basic source of loans at most companies, however. 

rown, They function at some 60 percent of companies. 

Co; 

—_ (2) Employees are permitted to draw on their wages before payday by about 60 percent 

Cos | of companies, although many limit the circumstances under which such cash advances will be 

bn B. approved. 

W. J. 

“a (3) While the main efforts to encourage savings are made through employee credit 

ITE unions, about 20 percent of companies also operate special thrift plans. A number of such 

nited plans offer special financial inducements--such as a good buy on company stock, a savings 
bonus, or an attractively high rate of interest--to get employees to build up savings backlogs. 

Print. * 


(4) Advice is offered by fully 84 percent of companies. While most don’t counsel an 
wail employee on personal financial problems unless he requests it, some do so wherever financial 
oa difficulties come to their attention. About 35 percent offer legal advice where necessary, 
and a little over 20 percent will arrange legal action for employees on financial matters. 


woul Approximately 35 percent also report that they’ve made some effort to warn employees 
against ‘‘gyp’’ credit stores. 





-_ 
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(5) When notified by outsiders that an employee is behind in debt payments, about 
half the companies try to advise and help the employee solve the complaint. Only a few 
insist that he settle up or be fired. Some say they simply ignore complaints about debts 
on the theory that they shouldn’t serve as a collection agency. 





Similarly, an employee who suffers a salary garnishment is usually counseled in an 
attempt to work it out with the least legal difficulty and to prevent repetitions in the future. 
Employees who become involved in repeated garnishments are often fired, however. 





(6) Only a very few companies report much of a problem of employees loaning money 
to other employees at high interest rates. Such company ‘‘loan sharks’’ are generally 
cracked down on when discovered. Fully 28 percent of the companies note that they’ve 
investigated at some time whether this practice existed among their employees. 





(7) Though the great majority of personnel executives are very much in favor of 
employee credit unions as a means of promoting savings by employees and providing them 
with financial aid, a significant minority of those who submitted comments--about 20 per- 
cent--think they’re generally unnecessary or undesirable. 





Credit unions may best be improved, comments of some Panel members indicate, 
through increased publicity and education among employees, more conservative practice 
in approval of loan requests, and greater stress on independent, conscientious administra- 
tion by employees themselves with only nominal aid from management. 


HOW EMPLOYEES BORROW AND SAVE 


In a majority of companies today an employee who needs to borrow money, or who 
wants to practice systematic savings, can turn to an employee credit union set up for this 
purpose. Yet in spite of the swift growth of the credit union movement over the past few 
years, many companies still have a practice of making direct emergency loans to employees, 
while in a small number of companies even non-emergency loans, for the purchase of a 
home, etc., are granted members of the workforce. 


And in all but a tiny minority of companies, employees are entitled to use the payroll 
deduction plan for systematic savings or repayment of loans granted by the company or 
credit union in the plant. 


Company Loans to Employees 





A little more than 40 percent of the members of the Forum Panel report that their 
companies make emergency loans to employees. This practice is far more prevalent 
among smaller companies (those employing less than 1,000 workers) than among larger 
ones (employing more than 1,000 workers). Fifty-four percent of the smaller companies 
make emergency loans, while only 34 percent of larger companies do so. 


In about half of these companies, the top limit on the loan is ‘‘flexible’’--depending on 
the nature of the emergency, the earnings and length of service of the worker, the availability 
of other loans, etc. In the remaining half, maximum amounts range from $20 to $500, with 
the most common figure somewhere in the neighborhood of $50 or a week’s pay. 


Less than 10 percent of the companies report that they make non-emergency loans to 
employees. A few, for example, finance the purchase of an employee’s home, while others 


will loan money for purchase of furniture and household equipment, payment of taxes, or 
‘‘any worthwhile use.’’ 





Another small minority of companies have a special fund from which loans are made 
to employees. The fund may be built up from vending machine profits, or it may be a 
‘‘welfare fund’’ or mutual aid society which relies on employee contributions to provide the 
fund. Less than 10 percent of companies report such practices. 





HOW EMPLOYEES BORROW AND SAVE 





Following are selected comments from Panel members describing their policies and 
practices on making loans to employees: 


Our company has always had a fairly liberal policy on cash advances 
and loans to employees. This policy has enabled us to keep most of our 
people out of the hands of high interest loan companies and gyp credit stores. 
A few cases have come to us where the employee has become involved in 
financial difficulties. Usually in these cases we try to arrange a settlement, 
advance the funds to the employee to take care of the settlement, and then 
make small, regular payroll deductions until the sum has been liquidated. 1/ 

x * aK 

The only time we make loans of any kind is in case of severe hardship 
due to illness in family, death in family, etc. In a few cases where employees 
have been transferred from one state to another at Company request, loans 
have been made to finance down payments on a house. 2/ 

mK a aS 

We encourage the use of the Credit Union and use the company facilities 
only in extreme emergencies. 

* * * 

We have no formal plan for loans to employees although we have set a 
maximum of $20.00. This rule has been broken only twice for very real 
emergencies which bore up under investigation and were made to employees 
with long and faithful records of service. 3/ 

cd 2K Ox 

Our company makes advances and/or arranges for bank loans for em- 
ployees who nerd emergency financial aid. This generally must be for sick- 
ness, accident, etc. in the family. If the injury is to a dependent, we arrange 
for a bank to loan the money. If the employee is injured we advance him the 
necessary money. We also have a profit-sharing trust from which an em- 
ployee may borrow after he has participated for 5 or more years. Most 


participants will have at least $1000 on which he can borrow. This is paid 
back in any manner that the borrower desires--payroll deductions, lump sum, 
or any part at any time. He may borrow this money for any purpose, not just 
emergencies. 4/ 


* * x 


We had an explosion in one of our club rooms during a social gathering 
(not on company time) for which the Gas company has accepted the blame. 
We have been meking loans to the victims up to $2,000 (no interest) during 
this period until the claims are settled. We still have six people not back 
working who will be off another six months. Naturally the maximum will have 
to be increased. 5/ 

* x * 

This company granted loans in emergencies until 1948. Practice was 
discontinued when investigation disclosed employees were getting loans under 
false statements for purposes the company did not consider emergencies 
which would warrant a loan. We now have under investigation the advisability 
of setting up a credit union. 6/ 

* * x 
Company will help individual secure a loan at a bank here in the city. 7/ 
* * x 

The larger a company grows the more of a problem it becomes to handle fi- 
nancial problems, particularly loans. In a company of approximately 600 
it can be kept under control without difficulty. A certain amount of firmness 
is required otherwise the habitual credit risk will be using the company as a 
loan department. However, in the emergency cases and truly justified cases, 
the company will advance funds. 8/ 

1 % a 
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Arrangements have been made with banking institution to loan money 
to employees with two years of service, in good standing, with repayment 
monthly for a period not to exceed twelve months, without endorsement, or 
security. Monthly payments are made on a salary deduction basis. Company 
does not guarantee payment of the loan. This plan is working most satis- 
factorily to employees, company, and banking institution. 9/ 

x x 

We have an arrangement with a local nearby bank whereby we co-sign 

notes up to limited amount in special cases. 
x * * 

In cases of emergencies spontaneous collections are made among 
employees which frequently help to alleviate a situation. The union locals 
have also, on occasions, granted financial assistance to outright gifts to 
members in dire need. 10/ 

* * * 

Under current policy, recourse to the Company’s provisions for personal 
loans to employees is warranted only when: (1) proceeds are to be used to 
defray bona fide educational, medical, hospital, dental or funeral expenses or 
debts incurred for such expenses and for no other purpose; and (2) the 
indebtedness which the loan is to defray cannot be discharged by installment 
payments or by loan from local credit union, recognized commercial sources 
and life insurance policies or by liquidation of assets without serious sacrifice 
or by help from relatives. 11/ 

* * x 

We allow our superintendents or managers to have access to a cash 
account from which they can make a ‘‘personal’’ loan to those good employees 
who are in need. This happens very seldom. 12/ 

X * * 

Our company has always played an important role in financing homes 
for employees. We buy, sell, build and finance housing for our employees. 

At this writing we have over $200,000 loaned out to employees on 2nd 
mortgages alone. As the result of this program the percentage of home 
ownership is very very high in our plant, and our employee turnover is 
never over .9%. 

* 1 * 

The relief fund of the employees’ mutual aid society is available for the 
assistance of members in extreme emergencies at the discretion of the board 
of managers of the society. 

1 oS 1 

Canteen profits are not available for loan purposes but are used to supple- 
ment group hospitalization program, thus paying for meny items not otherwise 
cared for under the hospital care set-up. 13/ 

* 3 x 

Employee Benefits Division of Company maintains a ‘‘Helping Hand Fund’’ 
consisting of profits of 25 cents per ton on sale of coal to employees who buy 
it through payroll deduction plan. Money is loaned to deserving cases without 
interest and repaid as employee is able. 14/ 


Company Thrift Plans . 





About 20 percent of the companies represented in this Forum survey have some kind of 
systematic savings plan for employees. These range from modest Christmas savings plans 
to full-fledged stock purchase arrangements. 


A majority of the company thrift plans merely encourage employees to save by allowing 
payroll deductions to be authorized for deposit in outside savings banks, building and loan 
associations, or Christmas clubs. (A much larger percentage of companies allow payroll 
deductions for the purchase of U.S. Defense Bonds, but these were not tabulated as company 
thrift plans. Nor were contributory pensions or insurance plans considered thrift plans, 
although they do contain elements of saving.) 















HOW EMPLOYEES BORROW AND SAVE 








Less than 10 percent of all participants report stock purchase plans or ‘‘thrift bonus’’ 
plans for employees. A summary of three such plans, on which details were submitted by 
Panel members, follows: 





































Company A: Employees with two or more years of continuous employ- 
ment may subscribe for company stock at a price 15 percent below the market 
price. The maximum number of shares which may be purchased is determined 
by dividing 20 percent of the employee’s previous calendar year’s earnings by 
the offering price, but not more than 500 shares. Payroll deductions are made 
to accumulate money to buy the shares, and this money accumulates interest at 
3 percent. Shares of stock paid for in full on September 30, 1952 will be 
delivered to the employees, who will then receive dividends, vote the shares 
as stockholders, sell, assign, or borrow on them as they wish. Remaining 
shares will be delivered when paid for, on subsequent anniversary dates. 15/ 
aK K *x 

Company B: Employees who are contributory participants in the company’s 
retirement plan may authorize payroll deductions for the purchase of U.S. Bonds 
of not less than 2 percent or more than 4 percent of the prior calendar year’s 
earnings. At the end of the year the company distributes as a bonus company 
stock equal to one and one-half times the book value per share. For the first 
year, the bonus unit was $106.00. Thus, for each $106.00 worth of U.S. Bonds 
purchased by employees through payroll deductions under the plan, the company 
grants as a bonus a full share of company stock. 

* * 2 

Company C: A separate trust is established each year and continues for 
three years. During the first year of the trust, employees with two or more 
years of service may contribute up to 10 percent of their earnings to the trust, 
and the company contributes 30 percent of the total deposits by employees. 
This money is used to purchase company stock either from the company or from 
the open market, and these shares are assigned to accounts of individual mem- 
bers. At the end of three years, the trust is liquidated, and all members who 
have remained in the employ of the company during this period receive the stock 
credited to them, together with a proportionate part of the Surplus Fund. Divi- 
dends received on the stock while in the hands of the trustees are credited to 
the accounts of individual members. If members leave employment for any 
reason other than total disability or death, during the three years, they are en- 
titled to receive stock purchased with their own contributions, but no pro rata 
share of company contributions, which go into the trust’s Surplus Fund. 16/ 


Credit Unions 















Although a substantial majority of all companies in this survey--some 60 percent-- 
have employee credit unions, the proportion is much higher for larger companies than for 
smaller ones. Only 43 percent of the smaller firms report that they have credit unions, 
while 70 percent of the larger companies have them. One company reports that its credit 
union is ‘‘being dissolved’’, and at two companies a credit union is now in the process of 
formation. One member of the Panel notes that the credit union in his company is ‘‘spon- 
sored by the local union.’’ 





(Panel members participating in this survey were asked to comment on whether or not 
credit unions are worthwhile, and how they may be improved. A summary of these replies 
and comments appears as the last section of this report. See page 17.) 
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Payroll Deductions 





A ‘‘checkoff’’ for employee thrift purposes, or to repay loans, is almost standard 


practice in American industry. Only a small minority of companies covered by this survey 
refuse to allow payroll deductions for one or more of the purposes listed in the following 


tabulation: 





Smaller Larger 
Companies Companies Total 
Allow payroll deductions for: 
Company thrift plans......... 4 percent 15 percent 11 percent 
Repayment of company loan .... 35 percent 28 percent 31 percent 


Repayment of credit union loan. . 
Deposit in outside savings bank. . 


Savings in credit union 


35 percent 
20 percent 


35 percent 


51 percent 
15 percent 


47 percent 


45 percent 
16 percent 


42 percent 








Purchase of U.S. Bonds....... 80 percent 94 percent 90 percent 
ee ee ee ee ee 6 percent 5 percent 6 percent 
Other (includes contributory 

insurance, pensions, etc.) 8 percent 24 percent 18 percent 
Ea ea ee 6 percent 1 percent 3 percent 





NOTE: Payroll deductions for union dues, charitable contributions, purchase of equipment, 
etc. not included in the above tabulation. 


EMPLOYEE COUNSELING ON FINANCES 


A large majority (84 percent) of the personnel executives participating in this survey 
report that they counsel employees on their personal financial problems. The percentage of 
‘tyes’’ replies to the question of employee counseling was much higher from smaller com- 
panies (94 percent) than larger companies (77 percent). 


About half of the companies which do financial counseling make it a practice to wait until 
employees ask for advice before taking this action. A little less than 20 percent initiate the 
counseling in the case of employees whose financial problems have come to the company’s 
attention, while the remaining 30 percent report that they will initiate counseling under certain 
circumstances, but ordinarily will counsel only on request from the employee. 





Te 






EMPLOYEE COUNSELING ON FINANCES 
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Following are selected comments from Panel members on this problem: 


It is our practice to thoroughly discuss financial problems with the 
employee concerned and have gathered some interesting data. There seem 
to be three separate and distinct types of individuals involved. There is, 
first, the chronic borrower who has fallen into a situation by habit and 
appears to thrive on financial difficulty. This type, upon becoming reason- 
ably solvent, immediately purchases a useless piece of merchandise or 
initiates a new loan. Secondly, there is the unfortunate individual who cannot 
handle money or whose spouse cannot. This type worries constantly, seems 
to be unable to get out of debt and can best be helped by establishment of a 
workable budget, firmly established. Lastly, there is the person suddently 
stricken by medical or other expenses without sufficient savings. This 
individual may have never been in financial difficulty before and becomes 
panic-stricken. It has been our experience that when the panic subsides this 
individual launches into a sensible debt reduction plan and, with our guidance 
if necessary, overcomes the debt with a minimum of difficulty. 17/ 

x * x 

It has been our experience that generally employees resent the company 
initiating counseling in advance of financial problems. Employees generally 
want to run their own affairs until they get into trouble, then they appreciate 
assistance. 8/ 

K sd x 

Normally we counsel the employee on his finances only when he asks 
advice. However, occasionally an employee may fall in arrears to the 
employees credit union or be garnished. Under those circumstances we 
will initiate a counseling interview. 18/ 

* * * 

Employees are encouraged to bring their serious financial problems to 
the attention of their supervisor, The supervisor will counsel with an 
employee and if the problem is of such nature that he cannot readily handle 
it, employee will be referred to the Personnel Service Organization. 11/ 

* * x 

Normally, the company does not initiate financial counseling. However, 
if an employee becomes a repeater under the emergency loan plan, he is 
contacted, first by his foreman and possibly later by personnel, in an endeavor 
to help him to straighten out his financial difficulties. 13/ 

* a a 

We counsel only when these matters directly or indirectly affect the job 

performance, employees’ morale, or involve policy matters. 19/ 
: ok 6 “ 

We have twenty-four Railroad YMCA’s on our system and the secre- 
taries thereof counsel employees about their personal problems. Our super- 
visory training aiso teaches our supervisors to counsel employees and display 
a real interest in their personal problems but not to meddle unnecesszrily. 20/ 

* * * 
Although we have counseled, this is a rare case, done only when their 
financial problems are affecting their work. 21/ 
XK * XK 
With the upsurge in the labor movement, employees in general resent 
company interference in their financial or other outside affairs, and accuse 
the company of adopting a paternalistic attitude. 22/ 
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Legal Advice and Aid 





About 35 percent of the companies offer employees legal advice on financial matters. 
This practice is somewhat more common among the larger than the smaller companies. 


A smaller number, some 22 percent, will take legal action for those who may need it 
as a result of financial difficulties. Some nominal fee may be charged for such aid. A few 





companies, while they do not directly arrange legal aid, will help steer an employee to a 
competent attorney if he needs one. 
























Some typical practices are reflected in the following comments: 


We have an attorney who is on a monthly retainer basis. We call him 
when an employee has a legal problem and advise the employee in accord- 
ance with information received from the attorney. The services of the 
attorney are made available to the employee, but on a fee basis which is 
strictly a matter between the attorney and the employee. 23/ 

x * % 

Legal advice is not normally included in counseling. However, if 
conditions are serious enough to warrant, some legal advice may be given. 
It depends entirely on the circumstances of the individual case. 6/ 

x * * 

If the problem needs legal advice, we [the Company | contact our lawyer 
on the matter. If it is necessary for legal action, our lawyer will take the 
case at a cost to the employee. 7/ 

x * * 

The union organization provides free legal counsel to all union 
members. The salaried and clerical group, as well as the executive 
group, may use attorneys recommended by the company for reasonable 
counsel fees. The Veterans Administration locally renders all types of 
assistance to veterans. 24/ 

* * * 

The company will aid employees in obtaining competent legal advice 

from reliable sources outside the company. 11 


Warnings Against ‘‘Gyp’’ Credit Stores 





Some form of warning about the dangers of unscrupulous credit stores or the troubles 
that may arise if wages are garnished has been distributed to employees by some 35 percent 
of the companies. 


These warnings are mzede through such mediums as articles in employee publications, 
bulletins of local Better Business Bureaus, and statements of policy on wage garnishments. 


For example: 


We have, on occasion, used employee magazines to carry cautioning 
messages about becoming involved with ‘‘Loan Sharks’’ or taking any action 
that might result in wage assignments. 

x * x 

We have made available to all employees the services of the Better 
Business Bureau. We are fortunate to have a very good Bureau which renders 
valuable service in our community. Each employee has a Service Card 
[which urges a check with the Bureau in case of any doubt about the business 
practices of any seller|. Many employees have availed themselves of this 


service. 25/ 
K * *K 
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CREDIT INFORMATION TO OUTSIDERS 








We hare urged our employees not to patronize ‘‘gyp’’ credit houses 
and have tried to curb the practice of getting into the hands of outside 
loan-sharks. However, we have not had too much success as a certain 
class of our employees seem to be made to order for the loan shark and 
the borax house. 26/ 
« x x 

[Garnishments | are mentioned in induction program for new employees 
and in ‘‘Our Company’’ booklet passed out to new employees. We have run 
stories explaining wage assignments and garnishments in employee 
magazines. [The statement in the company booklet declares: | 

‘*Garnishments. No one kicks when a fellow makes an effort to pay 
his bills, but has a little trouble. But when he gets careless and the 
creditor starts garnishment proceedings, the Company is involved too. 
It becomes a party to the suit and is forced by law to hold payroll checks 
until the court determines how much, if any, the creditor gets.’’ 

‘‘Garnishments or wage assignments cause lots of trouble and expense 
and any employee who is frequently involved cannot be retained.’’ 27 


CREDIT INFORMATION TO OUTSIDERS 


Fully 96 percent of the companies in this survey report that they are generally willing 
to give out some information about employees for credit purposes to such organizations as 
banks, stores, or credit associations. However, many do not provide such information 
indiscriminately, but rather place significant limitations on what they’ll release and to whom 
they’ll release it. The limitations fall in three major categories: 


(1) Many companies check first with the employee, and furnish the information to 
outsiders only if the employee approves, or if he specifically requests its release. 


(2) Some 70 percent of the companies which give out information attempi to distinguish 
between reputable and ‘‘gyp’’ organizations, confining their cooperation to the reputable ones 
A number supply information only to banks or credit groups, but not to individual stores, and 
several restrict even further the organizations to which they will make it available. 


(3) Certain types of information are withheld in many cases. Thus, some 70 percent 
of the firms which provide information to outsiders say they don’t give out anything on an 
employee’s previous financial difficulties. More than 50 percent don’t release data on the 
employee’s earnings. Some 15 percent say they keep secret their records on marital status, 
and another 15 percent do the same on age. 


Among other items which a few companies note as restricted are the employee’s 
address and phone number, his occupation, and his length of service. A number of firms 
go only so far as to acknowledge that the employee is on their payroll. 


A cross-section of comments briefly noting various practices follows: 


We have always given credit information freely to accredited firms 

and most of our employees have proven to be good credit risks. 1/ 
* * * 

If the employee requests the information given out, or if it is to benefit 

the employee, we would give out such information to reliable sources. 28/ 
x * % 

The employee is first consulted and only with his consent is information 
given out. This method tends to give the employee the feeling that the 
company is safeguarding his personal affairs. 29/ 

*K 2K %* 

















Information on earnings with the company is not given to outsiders 
unless specifically cleared with employee. Withholding such informa- 
tion may, for example, affect unfavorably the employee’s effort to obtain 
a loan for purchase of a home. It is left to the employee to approve 
giving out of information. There may-be rare occasions when information 
is supplied [without clearance by the employee |, but generally clearance 
is our policy. 19/ 
* * * 
The type of information we give to outsiders depends on who is the 
outsider, and why the information is desired. For example, we would 
not give out earnings of an employee to a credit agency or a store, but 
we would to a bank in the event the employee had made application for a 
house mortgage or something of that nature. 30/ 
* * * 
Information regarding employees is supplied on a very restricted 
basis to government agencies--such as the Veterans Administration, 
Federal Housing Administration, etc. Information is refused to retail 
stores, credit agencies, individual solicitors, etc. 31/ 
* * x 
We endeavor to restrict our information on credit inquiries to reputable 
business concerns and then limit the information to a verification that the 
person is in our employ and his length of service. 26/ 
x x * 
Earnings information is not given out over the phone, but replies 
are given to letter requests. 
XK a x 
We give ‘‘employee’s earnings’’ only to local Retail Credit Association, 
of which we are a member, and to charity hospitals. 32/ 


EMPLOYEE FAILURE TO MEET DEBTS 


An employee who gets entangled in debt may become a headache for management, 
not only because financial worries may affect his work, but because debt collection agencies 
or other creditors may start hounding the company to get payment, or may take legal steps-- 
garnishment--to tie up the delinquent employee’s wages until his debts are paid. 


At most companies, fortunately, such cases arise rather infrequently, and this explains 
in large part why they’re handled so much on a case-by-case basis rather than according 
to some fixed policy. Only some 10 percent of those in this survey report that it’s much of 
a problem for them. 


In the main, the difficulties appear to arise among lower-paid employees, often as a 
result of a special financial emergency, or are confined to one or two chronic debtors. One 
relatively small organization, however, writes that it deals each week with an average of 
nine cases of employees behind in their debts. 


Complaints About Debts - 





The most common practice, when a company is informed by a store or credit agency 
that an employee is in arrears or owes money he’s not paying, is to meet with the employee 
to discuss his problem, and advise him how to settle it and plan against continued debt. Well 
over 50 percent of the companies in the survey follow some such policy. 


Only a relative few report that they ‘‘insist on a settlement’’ or ‘‘see that payment is 
made. 


o, ae 


Several say they issue a ‘‘warning’’ to the employee to work out the debt complaint. 
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A group of more than 10 percent simply inform the employee about the complaint 
to call his attention to it, and ordinarily take no other steps. Some do this by letter, others 
by personal notice. 


Fully 20 percent say they take no action at all on the complaints, ignoring them as a 
rule. Two companies note that they reply to the creditor that the employee’s debts arc his 
personal and private business, to be settled with him alone. 


The following comments from Panel members describe some of the practices: 


If a store or credit agency [complains about unpaid debts |, we suggest 
that they write a letter to our Personnel] Department stating in the letter 
all the facts in the case. Upon receipt of the letter the employce is called 
to the Personne] Department and shown the letter. 

The employee is then counseled along the lines of making some sort of 
an arrangement with the agency to take care of his obligation, so that the 

agency does not garnishee him, It is also pointed out to the employce that 
| should the creditor garnishee him the court cost to the employee for each 

garnishment is approximately $6.50, which might well have been applied to 
his debt. 33/ 


Whenever a creditor asks our help in collections we suggest that the 
debtor talk his problem over with the creditor to make some arrangements 
to pay. Generally the debtor has been embarrassed and has simply ignored 
bills, causing the creditor to suspect the worst. In nearly every instance, 
creditors have been satisfied by any reasonable method of payment. 

[Also | fairly often investigation proves that the ‘‘debt’’ was never 
clearcut, but merely an unsubstantiated claim. 34/ 

K a ‘* 








We normally call the employee’s supervisor and give him all the inform- 
ation suggesting that in an entirely confidential manner he talk this over 
with the employee to determine the facts. If the employee, in fact, is 
indebted and in arrears we encourage him to make payment and try to counsel 
with him to determine what help he might seck and get. 18/ 

‘* * * 

If we are informed by letter that an employee is in arrears, we call it 
to his attention and make suggestions on how he might go about paying for 
his indebtedness. Any telephone communications to the company making 
inquiry concerning our employees are not honored under our company policy. 
We do not believe thai the company should serve as a credit bureau or credit 
agency to run down delinquent claims. 35, 

= x 2 

In cases where ‘‘easy credit’’ is featured by a retail establishment we 
assume an attitude that more care should be used in establishment of credit 
limits. In such cases we do not aid in collection except when forced to do so. 

In the cases of financial difficulties with ‘‘good’’ stores we try to aid 
both parties. We may call the store and help the employee arrange for re- 
duced payments, etc. We have also helped employees set up wage assign- 
ments. 36/ 

aK S x“ 

Our local Credit Bureau provides a very valuable service to employees 
who have ‘‘gotten in over their heads’’ financially and are being hounded by 
creditors. 

1. If the employee has any length of service with us and seems sincere 
in his desire to get out of trouble, we notify the Credit Bureau that we will 
cooperate with them in a program to help the employee. 

2. The employee goes to the Credit Bureau and gives them all the data 
regarding his creditors and financial situation. The Credit Bureau then 
informs the employee and us of the amount of weekly deduction which they 
consider reasonable to setile the various accounts. 
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3. The employee authorizes us to deduct that amount per week from 
his pay, which we then accumulate and turn over to the Credit Bureau 
monthly. This is our only part in the arrangement. 

4. The Credit Bureau notifies all creditors of the arrangement and 
sets up a schedule and pays the creditors. The Credit Bureau also 
‘*stops’’ the employee’s ‘‘credit’’ (if any left) at all possible places so 
that he or his family cannot get into further difficulty at least until he has 
cleared up his current problems. 

The Credit Bureau charges the employee 5% of the total for this service. 
It seems to be a good plan. 37/ 

x x * 

We call the employee in and talk it over, and also find out his side of it. 
We often find that the employee has ‘‘his side. *» In many cases he has paid 
the bill or has justifiable reasons for not having paid it. 38/ 

* ES * 

We contact the employee and advise him to attend to the matter in such 

a way as to protect his credit reputation. 39/ 


* x x 
We call the man in to the Personnel Office and talk to him. We make 
every effort to help him get straightened out, as, for example, help him to 
secure a loan to consolidate his debts or, if the employee has had illness 
in the family and has had a rough time, I personally call the store with which 
he has had the trouble and make arrangements for the employee to take care 
of the debt satisfactorily to both sides. 7/ 
* x x 
We have had very little difficulty with employees’ financial problems, 
thanks to the Credit Union. However, we do have a few, and unless the 
employees are willing to cooperate with us and attempt to pay off their 
indebtedness instead of getting deeper into debt through carelessness and 





poor judgment, their services are eventually terminated as we feel that such 
an employee does not make a good employee. 40/ 


Policy on Wage Garnishments 





What is done with an employee whose salary is garnished? Practice varies consider- 
ably, but the basic policies of most companies are aimed at (1) clearing up the garnishment 
with the least trouble and (2) preventing recurrences. 


A sizable number try to get the employee straightened out as best as possible. They 
do not emphasize punitive measures. They usually concentrate on special arrangements to 


enable him to repay the debt with a minimum of legal entanglements and a minimum of 
hardship. 


In the process, many also treat the garnishment as a warning signal--they advise him, 
help him with a budget, etc., in an effort to keep him out of similar difficulties in the future. 


Others place greater stress on disciplinary pressures to avoid repeated garnishments. 
They warn the employee against recurrences, tell him that repetitions will lead to discharge. 


Immediate discharge is relatively rare. Less than 5 percent of the companies say 
they dismiss an employee upon his first garnishment. Several of these point out that they 
put it squarely up to the employee: Settle the garnishment in a given nunber of days without 
involving the company, they tell him, or you’ll be discharged. 


Discharge is fairly common for repeated garnishments, however. The initial one 
or two are occasions only for warning notices. Some companies set a fixed number of 


garnishments as the trigger for _eunerge in some instances it’s the second one, in others 
it’s the third or fourth. 
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Many companies note, of course, that they have no special policy, largely because 
garnishments are rare among their employees. A number report they’ve never had an 
employee’s wages tied up that way. (In several states, Pennsylvania, for example, garnish- 
ments are so restricted by law that they don’t present a problem for management.) And 
some comovanies declare that they take no action, but simply live with the garnishment and 
allow it to run its course. 


A broad sampling of different policies is presented in the comments below: 


If an employee’s salary is garnished, we will call him in and ask 
him what the difficulty is and why he has not taken care of his respon- 
sibilities. In addition, we will advise him of whatever legal opportuni- 
ties are available to him, such as Conciliation Divisions, etc. 30/ 

* * x 
We tell our employees that we do not approve of this type of thing 
and usually succeed in making arrangements so that we are not bothered 
with them. 41/ 
x * x 
| An employee, whether hourly or salaried, when garnished, is 
immediately referred to the Conciliation Service of the Detroit Common 
Pleas Court which stands ready to aid the debtor in relieving him of the 
burden of garnishment costs by arranging weekly payments. 33/ 
* x * 


Unless the garnishment of an employee’s wages has become a per- 
sistent and repeated occurrence, we do not take action on the man’s 
employment. Garnishment proceedings in this area are loosely instituted 
and administered, and we are reluctant under the circumstances to be 
harsh with an employee whose pay has been garnished. 

We inquire into the legal validity of the garnishment proceedings, 
particularly the question of appropriate jurisdiction, and decline to honor 
improper proceedings. However, we advise the employee, when he seeks 
out advice, as to the manner in which he should attend to the matter. 26/ 

* * * 
We advise the employee that money will be taken out of his salary 


for the garnishment. It is no discredit to his record with the company. 42/ 
x * * 





[The following instructions to supervisors on garnishments are spelled out 
in one company’s supervisory manual. 

‘*When the Company has been notified that an employee’s wages have 
been assigned or garnisheed, the Personnel Division will notify the 
employee’s supervisor who, in turn, should discuss the matter with the 
employee in accordance with the steps outlined below. 

‘*Step_1. When an employee first receives a wage assignment or 
garnishment, the supervisor should tell the employee that he is expected 
to take care of his financial affairs so that he and the Company will not be 
involved in garnishment proceedings. The supervisor should then refer 
the employee to the Personnel Division where it will be explained to the 
employee what he must do to comply with the garnishment or wage assign- 
ment made against him. Finally, the supervisor should write a Progress 
Report summarizing his discussion with the employee. 

‘*Step 2. (If the second garnishment or wage assignment is within 12 
months after the first) The supervisor should warn the employee that he 
is jeopardizing his employment and the matter will require action on the 
part of the Company. This discussion should then be summarized in a 
Progress Report. The employee should then be referred to the Personnel 
Division for further instructions as in Step 1. 























‘Step. 3. (If the third garnishment or wage assignment is within 
12 months after the second) The supervisor should again refer the 
employee to the Personnel Division where the employee will be asked 
to submit a list of all debts along with a written statement as to how he 
expects to take care of them. Upon receipt of this list and statement, 
the Personnel Division will place them in the employee’s history folder 
and advise the employee’s supervisor of their contents. 

‘‘Thereafter. If the employee makes a conscientious effort to take 
care of his debts, the Company will cooperate with him despite occasional 
garnishments. The Company is particularly inclined to be lenient in 
situations arising largely through involuntarily occurred indebtedness, 
such as through illness or injury. 

‘‘If the above steps have been taken and the employee still fails to 
make a real effort to clear up his financial problems, the supervisor 
should give the employee one final warning which, if not heeded, will 
result in the employee’s discharge. Prior to such discharge, however, 
the supervisor should again clear with the Personnel Division to make 
certain that he is familiar with all the facts pertaining to the case.’’ 27/ 

% * 2 

After an employee’s salary is garnisheed several times he is warned 
and if the situation continues we try to discover the cause of his financial 
embarrassment and try to help him solve it. If it appears that the cause 
is ‘‘character’’ he will probably be dismissed. 18/ 

% x x 

If garnishing becomes habitual with an employee, usually there are 
other problems which arise in connection with such an individual which 
together would probably result ir his discharge. 43/ 

* * * 

In cases of garnishees or wage assignments, employee is given written 
notice to settle within five days or be suspended. Union receives copies 
of these letters and supports action as protection for employees against 
‘‘gyp’’ credit stores and loan sharks. 44/ 

x * * 

We have never had a salaried employee’s salary garnished. However, 
with hourly-paid employees, we discuss the problem and have him work 
out his financial problems with the creditor before his wages are garnished. 
We have tried to work out a discipline system with the union for employees 
who have continued garnishments but they are unwilling to cooperate. 

%* xs x 

[ Following is the text of a garnishment warning notice sent by a company to 

its employees: | 


IMPORTANT NOTICE TO ALL EMPLOYEES: 


A large number of employees in this business and other businesses in . 
have been made to suffer by having their wages garnisheed by local merchants. 


It is the policy of most companies, such as the public utilities, 
department stores, and others, to terminate employees who have their 
wages garnisheed. We think this policy is too extreme and might work a 
real hardship on innocent people. Therefore, we are writing this notice to 
our employees to discuss it with them. 


Some merchants go so far as to advertise that the customer does not 
have to have money to buy from them. All the man has to do is walk in, 
select what he wants, and pay it off a few cents a week. This type of adver- 
tising tempts people to spend their money long before they have earned it. 
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After the employee has bought a number of things in this way, 
he soon finds that a very large proportion of his weekly income has 
to be paid to the creditors. Consequently, if he has any kind of emergency 
whatsoever and falls behind in his payments, he is subject to having the 


merchant go to the District Court and having the judge order his wages 
garnisheed. 


The [Company | does not know anything about this matter until the 
United States Marshal comes to our Payroll Division and presents us 
with the garnishment papers. The company then has no other choice than 
to turn the pay of the employee over to the company to which the judge of 
the court has ordered the money paid. When the employee opens his pay, 
he finds that sometimes there is not enough money left to live on for one 
week. Poor shopping sense has cost us all a lot of embarrassment, 
inconvenience, and extra money. 


Here are some recommendations which will help you if you become 
involved in a case of this kind: 


I. The {Company | has no desire to interfere in your buying 
where and what you want--when you want it. If you are 
going to buy on credit, we simply suggest that 


1. you sign no contract without understanding all 
of the details of the contract. Be sure you realize 
the extra amount you have to pay in interest. 


2. you check similar goods with well-known department 
stores or companies who do not sell on very liberal 
credit to see what they are charging. In other words, 
decide what is a fair price. 


II. If you receive any summons from the court, notifying you that 
you are being sued by a store to whom you owe money, you 
should appear in court within the time indicated on the summons. 
If you do go to court, you can make arrangements there about 
paying your bills. After you receive a summons, do not go to” 
the store where you owe the money. The merchant will accept 
any money you want to pay him, but he will go ahead with the 
court proceedings and take your pay anyway under ordinary 
circumstances. If you do not appear in court, you will auto- 
matically, surrender your rights and you will 


1. lose the case 
2. pay the amount that the store claims you owe them 
3. pay the court costs 


4. have most of your pay lost in this proceeding for the 
week which is involved. 


Therefore, remember this advice. It is for your protection. It will 


save you 
money and embarrassment. 
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1. Always go to court in the time set forth in the summons and, 
2. Explain to the judge why you have not paid your bill and, 
3. Then offer to make some arrangement to pay it. 


If you do this, the chances are you will not be embarrassed or lose 
your money in a garnishment proceedings. 


If you should lose the case in court, you should get in touch with 
the Personnel Office at once. We will obtain the assistance of the Legal 
Aid Society which in some cases can have the order relieved. 


When we receive a notice of garnishment from the court, we write a 
notice of behavior, warning the employee that excessive actions of this kind 
will be cause for dismissal. After three of these in any one calendar year, 
the employee will receive a final warning notice. If another garnishment 
proceeding is filed against him, we will be obliged to separate him. 


This action is necessary because a great amount of time and money 
is consumed by the company in carrying out the court order. This ex- 
penditure of time and money means that other employee relations activities 
that are very important to us all have to be neglected while we try to straighten 
out the finances of a few of our less wise employees. 


COMPANY ‘‘LOAN SHARKS” 


Some 28 percent of the companies say they’ve investigated at some time to determine 
whether employees were lending money to other employees at high rates of interest. The 
larger companies apparently have somewhat more occasion to investigate; 32 percent of them 
report such investigations, as against but 20 percent of the smaller companies. 


However, only a handful--less than 3 percent--report that loan sharks are much of a 
current problem in their operations. For one thing, many personnel executives explain, 
they’re quick to squelch any such activities which come to their attention, either by prompt 
discharge of the money lender, or by warnings which state that continued activity will mean 
discharge. 


Even more important as a deterrent of loan shark practices, however, are the use of 
credit unions, cash advances, or a small-loan policy, other executives declare. If employees 
in need can turn to such sources, they note, then the loan shark will have slight chance to 
operate. 


Several of the brief comments on this problem: 


Employees have been warned about lending money at high rates of 
interest. In fact the policy of lending money has been discouraged. If 
caught, employees gre reprimanded and if it continues they are subject 
to immediate dismissal. 45/ 

* * * 

Small loans easily secured from the company eliminate the loan 
shark difficulty. 1/ 

* * x 

We have tried to discourage the practice by advising employees to 
use the credit union. 12/ 
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HANDLING CASH ADVANCES 


Slightly more than 60 percent of the companies allow employees to draw advances 
on their wages before payday. Some of these indicate that they do so only occasionally, 
ordinarily only in cases of emergency such as serious illness or death in the family. A 
few note they’re more lenient with new employees who have to wait several weeks before 
receiving their initial paychecks. 


More than one company of each four which allow advances reports that it has a problem 
with habitual ‘‘cash advancers.’’ But, as one official declares, ‘‘We do nothing about it-- 


we feel it is better for us to advance money than for the employees to get in the hands of loan 
sharks.”’ 46/ 


Many restrict the regular repeater, however. For the most part, they simply dis- 
courage or discontinue advances when they believe they’re being requested with unwarranted 
regularity. This is usually accomplished by requiring approval from an official who is 
empowered to clamp down on the habitual advancer. Thus, one company notes that advances 
must be ‘‘approved by the supervisor and if they become too frequent he attempts, with 
success, to counsel the employee. Such a plan holds to a minimum cash advances.’’ 10 


Another company places a limit of three on the number of times an employee can get an 
advance in a year. 


reat 


From the ranks of those who find fault with the cash-advance practice, the following 
comment sums up some criticisms: 


The granting of cash advances is very costly, bothersome, and 
unnecessary. After years of granting advances in two of our three plants 
we stopped the practice by refusing to give advances for any reason. We 
found by study that it was, in most cases, the same employees seeking 
repeat advances. These employees would go so far as to request an advance 
to pay off an advance received the previous week. We believe in adopting 
this policy we have gained for the company the things that granting advances 
were supposed to accomplish. 

We do allow our superintendents or managers to have access to a cash 
account from which they can make a ‘‘personal’’ loan to those good employees 
who are in need. This happens very seldom. 12/ 


CREDIT UNIONS: PRO AND CON 


The personnel officials taking part in this survey were asked whether they consider 
credit unions worthwhile, and were asked also for comments on how they might be improved. 
They submitted a wide range of opinions. 


(1) Many--about a third of those who offered comments--seem highly enthusiastic 
about credit unions. Several go so far as to call them the most valuable employee activity. 


Those who praise credit unions emphasize that they encourage savings by employees, 
provide a desirable means of aiding employees who need financial assistance, boost em- 


ployee morale, and in the process, also help keep management from becoming involved in 
employees’ financial problems. 


(2) A larger number--close to 50 percent--say they believe them generally worthwhile. 
Many of these add certain reservations, however; their feeling is that the value of credit 


unions depends closely on how they’re administered and on the degree of employee interest 
and participation. 
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(3) A few are dubious supporters, declaring that credit unions have ‘‘limited appeal’’ 
or that ‘‘their benefits are not outstanding.’’ 


(4) Finally, a surprisingly substantial minority--perhaps 20 percent--doesn’t care 
for them. The main reasons stated are that credit unions unnecessarily duplicate services 
readily made available by banks and credit agencies, that they tend to encourage borrowing 
unduly, and that they waste employee time. 


Favorable Comments 





Selected comments from officials who view credit unions as worthwhile follow: 


We encourage the establishment of an employee-operated Credit 
Union wherever the size of the operation justifies such an organization. 

We have good, strong, well-managed ones at all of our plants except one, 
and at that location we are in process of cooperating with our employees 
to get one started. 

We believe they accomplish two objectives, namely, 1. promote 
employee savings, and 2. provide for financial relief in times of emergency 
and keep employees out of the hands of loan ‘‘sharks.’’ 

The company takes no part in the operation of the various Credit 
Unions other than to provide an office and other aeanasany facilities and 
to function in an advisory capacity when so requested. 47; 

X* Xx * 

Previous to the time our employee Credit Union was organized in 
1949 we used to make outright loans to employees in emergencies. Since 
its formation we have found it unnecessary to make any such loans. We 
have been fortunate in having a good, strong, active group of officers and 
directors. We naturally believe the project to be very worthwhile as it has 
cut down tremendously the time spent by the Personnel Dept. on financial 
problems of employees. 42/ 

* * * 

Credit Unions, when properly administered, act as a terrific morale 
builder. They encourage people to save during periods of high earnings 
in order to meet financial obligations during slack times. Low interest 
rates charged offer an inducement to employees in need of money and their 
program of arranging discounts with various merchants encourages active 
participation among all employees. Perpetual borrowers, through the 
Credit Union plan of encouraging savings, are often converted to members 
with a substantial number of shares. Payroll deductions for savings and 
repayment purposes stimulates interest in the Credit Union and results in 
easier and better administration. Our Credit Union pays about 4% interest 
and some of our members have as much as $7,500 in savings. 10/ 

ok OK 36 

We are of the firm belief that employee credit unions contribute to 
and facilitate good employee relations. They give employees an opportunity 
to participate in an activity that is exclusively operated by them and is a 
reciprocal instrument of assisting one another in time of need. 

It provides an opportunity for some employees who have difficulty 
saving any portion of their wages to request that the credit union make 
deductions from their check for the purpose of accumulating a savings account. 
Many employees are encouraged to save in their credit union because it 
provides the incentive of comparable or higher interest rates than they 
would normally receive if they made investments elsewhere. It is also 
convenient for the employee as he can withdraw any portion of his savings 
at his place of work rather than having to go to the bank to make either 
withdrawals or deposits. 

Our credit union has been highly successful, and we attribute its success 
to the selection of employees who have been elected as officers of the 
organization and the prudence of the committee which investigates requests 
for loans. 35/ 
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* * * 

It is an excellent activity. Our credit union has been in continuous 
operation since 1935 during which time it has loaned over $500,000 to 
employees with losses of less than 1/2 of 1%. It is currently paying a 
dividend of 3% on savings. 39/ 

* * * 

We had on the average of 2 to 5 garnishments a month, up to three 
years ago, but several well-placed suggestions among those employees 
who were considered to be the natural leaders and the employees of the 
company, on their own, formed a Credit Union in the General Offices of 
the company. 

Shortly after it was formed, the company deposited, in accordance 
with the Credit Union Rules, enough money to buy the maximum number 
of shares allowable at that time. This quickly made enough funds avail- 
able to enable the Credit Union to make loans where necessary. The 
Credit Union, after having been helped over the hump of the first year’s 
operation, is now fairly successful and the movement has expanded 
throughout our factories. 

Since the establishment of the Credit Union, we have had only one 
garnishment and only three calls by other credit agencies as to the 
defections of our present employees. Not only that, but through the co- 
operation of the Treasurer’s Department, those people who have been 
habitual ‘‘cash advancers’’ have been referred to the Credit Union and 
the Credit Committee has worked with and helped them to stop the habitual 
cash advance proposition, and I am reliably informed that these people now 
have relatively substantial savings in the Credit Union. 

The establishment of the Credit Union has in large measure eliminated 
much of the difficulty we previously had with various problems arising out 
of financial difficulties. This is true even though the company will not per- 
mit payroll deductions either for a Credit Union savings plan or to make 
payments on Credit Union loans. 48/ 

x x * 

The employees’ Credit Union has been the answer to our employees’ 
financial problems. Prior to the installation of a Credit Union in 1937, 
we did have an employee loan set-up whereby employees who were in dire 
straits could secure a small loan from the company. Since the inauguration 
of the Credit Union, this is no longer necessary. Not only has the Credit 
Union served as a source for loans but it also has served as a fine saving 
agency. Its assets have increased from nothing to about $100,000 currently. 
We are thoroughly convinced that the Credit Union has been one of the most 
helpful tools in eur Personnel and Employee Relations activities. 53/ 

* * * 

A Credit Union is the most important employee activity that can be 
developed in a company. Keep management out of the Credit Union as it 
is an employee activity and should be kept as such. 

* * * 

Prior to the establishment of a well-managed credit union, payroll 
advances and company loans were a perpetual problem. After a dozen 
years of experience, we find that employees have long since discontinued 
the practice of even requesting loans or advances on their pay. Hence 
we believe a well-managed credit union removes most of the employee 
financial problems heretofore encountered in industrial personnel 
administration. 22/ 

x x x 





EMPLOYEE FINANCIAL PROBLEMS 








We feel that the Credit Union is serving a very useful purpose. 
We have allotted them space in our Employment Office and one of the 
Office employees is the Secretary. Most of their business is conducted 
outside of regular working hours although the secretary does conduct 
some during regular hours. The company however does not interfere 
in any way with the conduct of their business or election of officers. 
The Credit Union is presently loaning money for automobiles and homes 
in addition to small personal loans. They have very little trouble with 
their collecting and do not have to resort to the use of their collateral. 41 / 
* * * 

Very worthwhile. They have kept our people away from these loan 

‘‘sharks’’ and we have people saving today who never saved before. 


We believe ours to be ‘‘tops’’. However, we could increase the maximum 
loan. 5/ 


Comments on Limitations, Areas for Improvement 





The principal suggestions from various Panel members on how to improve credit 
unions call for such measures as (1) stepped-up educational programs to acquaint all 
employees with advantages of active participation in them, (2) more cautious screening 
of loan requests to discourage unnecessary or excessive borrowing, and (3) greater care 
to assure independent, competent administration by employees themselves with a minimum 
of management interference. 


A sampling of the comments pointing up what some officials consider shortcomings of, 
or lack of need for, credit unions appears below: 


The best improvement would come with an education of the employees 
to build up their savings and not ‘‘put in’’ on payday and ‘‘take out’’ before 
the next payday. 32/ 

* * * 

Credit unions should be encouraged to stand on their own feet. Too 

much management subsidy should be avoided. 49/ 
* * x 

It is our opinion that the Employees Credit Union, if properly 
established and handled, is an excellent thing. We have found, however, 
that plants or branches employing less than 150 to 200 people cannot 
properly support one. 30/ 

* * * 

One way to improve the credit union would be to let more employees 
know about it. Sometimes feel there would not be as much trouble with 
loan sharks if employees were more familiar with the credit union. 50/ 

* * x 

It has been my experience with credit unions that they encourage 
employees to get into debt and many continue in debt as long as there are 
these credit facilities available. 26/ 

* * * 

In one of our three plants we have a credit union. Its benefits to this 
one plant are not outstanding. In most cases it is used as a loan company 
and employees become too dependent on it and handle their finances care- 
lessly, knowing they can get cash from the credit union. 12/ 

* * * 

Unless employees themselves demonstrate interest in giving time 
to administration of a credit union, it will not succeed. This is a basic 
problem. 19/ 


* * * 
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One of the troubles we have had is the credit union loan committee 
getting too soft hearted and letting employees borrow above their means 
to repay. Some employees think only in terms of getting the money and 
can’t seem to realize that they will have to pay it back. 51/ 

* * x 

In the beginning they operate fairly well, but after a time those 
elected as directors are not always the right type and loans become 
too lenient, repayments lag, and employees quit the company owing 
money, causing the credit union to fail. 52/ 

* * * 

Credit unions take too much of employees’ time. They cannot 
compete with low interest rates offered by banks on loans and with the 
high rate of interest available on savings through government bonds. 
These are the reasons the directors of our credit union are liquidating 
it at this time. 

x * * 

Employee credit unions may be a worthwhile activity for some 
companies under some conditions, but we do not think they are in our 
company’s situation. 

We think the credit union movement got started under conditions 
where it was more difficult to borrow from banks and other reputable 
institutions than it is now. The conditions under which employees can 
borrow in this area are sufficiently favorable that the need for a credit 
union is small. 

In addition, with our liberal benefits as to maintenance of pay during 
sickness, with our hospital and medical plan, and our emergency loan plan, 
there is not the need for extensive borrowing to meet emergencies which 
there would be without the protection of these benefit policies. 54/ 

* x * 

We believe the credit union movement worthwhile and would en- 
courage its use, but there has been no interest as yet on the part of our 
employees. 55/ 

* * x 

Credit unions are unnecessary and undesirable from a company 
standpoint. Wages today are adequate and employment is relatively 
stable. Reputable credit lending agencies are also available. 24/ 

* x * 

Too much of a problem in the South. 56/ 

x x * 

Credit unions are OK if you have a constant workforce--where you 

have seasonal work they run into difficulties. 57/ 
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. W. B. Byers, Personnel Director, Rock Hill Printing & Finishing Co., Rock Hill, S. C. 
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. W. P. Fleming, Personnel Manager, Atlantic Products Corp., Trenton, N. J. 

. James H. Dingeman, Asst. Dir., Industrial Relations, Federal-Mogu! Corp., Detroit, Mich. 

. John Kirtley, Director, Public and Employee Relations, Texas Gas Transmission Corp., Owensboro, 
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L. W. Tate, Vice President, Dallas Railway & Terminal Co., Dallas, Tex. 

Paul A. Denzig, Personnel Director, Kelsey-Hayes Wheel Co., Detroit, Mich. 

C. M. Arrowsmith, Director Industrial Relations, Schick, Inc., Stamford, Conn. 
Kenneth Rutledge, Personnel Director, Ramsey Corp., St. Louis, Mo. 

Lavern E. Gelow, Personnel Manager, Peter Eckrich & Sons, Inc., Fort Wayne, Ind. 


Herbert S. Riddle, Director of Industrial Relations, American Bosch Corp., Springfield, Mass. 
. W. J. Larsen, Asst. to Refinery Manager, Kendall Refining Co., Bradford, Pa. 
. Jack Joslin, Manager, Industrial Relations Division, York Corp., York, Pa. 


Roal A. Carlsen, Personnel Manager, Omaha Public Power District, Omaha, Neb. 
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John L. Hawn, Director Labor Relations, Monsanto Chemical Co., St. Louis, Mo. 

Kenneth G. Midkiff, Personnel Manager, Kawneer Co., Lexington, Ky. 

C. H. Shaw, Director of Industrial Relations, Ross Gear & Tool Co., Lafayette, Ind. 

J. W. Kuebler, General Works Manager, Dixie Cup Co., Easton, Pa. 

R. R. Blackburn, Vice President, Southern California Gas Co., Los Angeles, Calif. 

R. L. Bergeron, Comptroller, Shortell Shoes, Inc., Manchester, N. H. 

R. W. Norris, Personnel Manager, Philip Morris & Co. Ltd., Richmond, Va. 

Frank R. Cadman, Industrial Relations Manager, Warner Co., Philadelphia, Pa. 





